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Mexico moved one step closer to endorsing China's membership in the World Trade Organization
(WTO) after President Vicente Fox agreed to resume trade negotiations with that country that have
been stalled since the end of 2000. Fox announced the Mexican government's decision during a trip
to three Asian countries in early June that included stops in Beijing and Shanghai.
Fox was in Shanghai to attend this year's meeting of the Asia-Pacific Economic Cooperation (APEC),
which includes Mexico. China has gained the endorsement of most WTO members in its bid to join
the organization, but Mexico has declined to give its complete support until the two sides could
agree on disputes regarding intellectual property, agriculture, and other matters. The two countries
had made some progress on these issues during discussions last year, but negotiations were
suspended at the end of 2000 because of the change of administration in Mexico (see SourceMex,
2000-11-15).
China is also trying to convince Mexico to relax the stiff anti-dumping duties imposed on several
Chinese products in 1994 and renewed in 2000 (see SourceMex, 1994-11-02, 2000- 04-05). Economy
Secretary Derbez to visit China in July During his visit to Shanghai, Fox announced that Economy
Secretary Luis Ernesto Derbez would meet with Chinese trade officials in late July to resume
negotiations on a bilateral accord. "This will only be a working visit to determine if we can put
together some details for an eventual agreement," said Luis de la Calle, Mexico's deputy economy
secretary in charge of trade negotiations.
De la Calle said Mexico has adopted a flexible position toward China, offering to drop its opposition
to Chinese membership in the WTO even before a bilateral accord is concluded. "We have offered
China flexibility," said the Mexican official. "If both sides show flexibility, then we can conclude the
agreement." Mexican officials said they view an agreement with China as an opportunity to expand
commercial relations, which could help boost exports of agricultural, agroindustrial, electronic,
cement, chemical, textile, and other products to that country.
But some trade experts said the stance of the Fox administration is somewhat optimistic. "A trade
agreement would increase exports of Chinese products to Mexico and expand an already wide trade
deficit with that country," said Romer Alejandro Cornejo, a researcher at the Centro de Estudios de
Asia y Africa, a unit of the Colegio de Mexico in Mexico City.
China's exports to Mexico totaled US$2.87 billion in 2000, while Mexican exports to China in the
same year reached only US$203.5 million. Cornejo suggested that the Fox government negotiate
clauses that would encourage export of manufactured products rather than raw materials, which
would help create jobs in Mexico.
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Fox commits to negotiate trade agreement with Japan
Fox's trip to Asia also brought Mexico a step closer to negotiating a free-trade agreement with Japan.
During a meeting in Tokyo, Fox and Japanese Prime Minister Junichiro Koizumi pledged to begin
negotiations on a free-trade agreement similar to accords Mexico has signed with other countries.
Economy Secretary Derbez was scheduled to meet with Japanese officials to begin discussions on an
accord in July.
The meeting will be coupled with Derbez's trip to China. The negotiations are expected to build on
the preliminary discussions between Japan and Mexico in early 2000 (see SourceMex, 2000-04-05).
"This will start a formal and serious negotiation," Fox told reporters after a meeting with Koizumi.
The renewed efforts to reach a Mexican-Japanese trade accord coincide with the explosive growth in
trade between the two countries. Japanese exports to Mexico increased by 12% in 2000, totaling US
$4.7 billion. Mexican exports to Japan in the same year grew by 37% to about US$2.1 billion. Mexico
urged not to yield to Japan on environmental issues Some nongovernmental organizations are
urging the Fox government to exercise extreme caution in talks with Japan, particularly regarding
environmental norms.
Raul Benet Keil, director of Greenpeace Mexico, suggested that Japan might offer Mexico very
generous trade and investment concessions in exchange for supporting Japan's efforts to lift
restrictions on whale hunting. "For several years, Japan has promoted a strategy of buying votes
from developing countries," said Benet. "Now it's Mexico's turn."
But the Mexican government has noted Greenpeace's concerns, at least partially. Less than
two weeks after Fox returned from his Asian trip, Environment Secretary Victor Lichtinberger
announced the creation of two whale sanctuaries in Mexican territory, one in the Sea of Cortes and
the other in the northern Pacific Ocean. Lichtinberger said the designation of the sanctuaries was
necessary in the face of a strong push by Japan and Norway to lift an international whaling ban.
Just as important as expanding trade, the Fox administration is pushing for increased Japanese
investment in Mexico. Officials hope some of that investment is channeled into strategic areas like
the energy sector. In a speech in Tokyo, Fox said the changes in the tax regimen for the state-run oil
company PEMEX could make investments attractive for engineering companies.
Under the current tax structure, PEMEX is not allowed to keep its revenues, which are turned over
to the federal treasury via a type of corporate tax. Fox's proposed tax reform would allow PEMEX to
keep most revenues and profits. "Imagine the investment opportunities that will open up," Fox told
business leaders in Tokyo.
Still, the extent to which PEMEX will be open to foreign investment remains in question
because of constitutional limitations. Fox is also pushing to boost investment in other sectors,
gaining commitments from two Japanese automobile manufacturers to invest in Mexico. The
most immediate prospect came from Nissan, which agreed to boost production at its plants in
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Aguascalientes and Cuernavaca by 30% during the next three years. Nissan already owns a 20%
share of the Mexican automobile market. "In the long term, we see an increase in the needs of the
North American market, so we are raising our regional production capacity to meet those needs," a
Nissan spokesperson told Reuters.
Similarly, Nissan's rival Toyota committed to begin operations in Mexico at a yet-to-be-determined
date in the next several years. Toyota, which does not sell any vehicles in Mexico, said it would
initially focus on marketing cars assembled at US plants. Those sales would begin in 2004, when
some tariff restrictions are phased out under a timetable established in the North American
Free Trade Agreement (NAFTA). Toyota officials said the company's long-term plans include
constructing an assembly plant in Mexico. "Neither the date nor the place has been determined
but it is a formal commitment," said Mexican Foreign Relations Secretary Jorge Castaneda, who
accompanied Fox on his Asian trip.

Mexico also seeks to expand relations with South Korea
In a visit to Seoul, Fox and South Korean President Kim Dae-jung signed an agreement to create a
special commission to expand trade links between the two countries. "The two heads of state agreed
to work together in developing Mexico's refinery, shipbuilding, and information and technology
industries and to maintain a sustained and balanced relationship," the South Korean government
said in a statement.
But some specialists believe South Korea is less important to Mexico from a trade and investment
standpoint than are China and Japan. Juan Felipe Lopez Aymes, an APEC specialist at the Colegio
de Mexico, said expanding trade with South Korea helps Mexico diversify its trade partners.
On the other hand, said Lopez Aymes, Mexico is more important strategically for South Korea.
"This is not necessarily because of the potential in the Mexican market," said the researcher. "It's
immediate interest is using Mexico to send its products to the US market." (Sources: Reuters,
06/04-06/01; El Financiero, 06/01/01, 06/07/01; Novedades, 06/06/01, 06/07/01; Associated Press,
06/05/01, 06/07/01; Los Angeles Times, 06/07/01; El Economista, 06/01/01, 06/07/01, 06/08/01;
Excelsior, Reforma, 06/08/01; Proceso, 06/10/01; La Jornada, 06/06-08/01, 06/11/01; The News,
06/11/01; El Universal, 06/06-08/01, 06/11/01, 06/12/01)
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